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LIMITED OFFICIAL USE MUSCAT 1 149 

E.O. 11652: N/A 

TAGS: EAID, EFIN, YS, SA, MU 

SUBJECT: SAUDI FOREIGN AID "EXCEPTIONS" 

REF: (A) MUSCAT 1123 (NOTAL); (B) LONDON 12591 

1 . IT IS OUR UNDERSTANDING THAT THE SAUDI ARABIAN LENDING 
INSTITUTION CALLED SAUDI DEVELOPMENT FUND IS LIMITED BY ITS 
CHARTER TO PROVIDING MAXIMUM 50 PERCENT OF COST OF ANY ONE 
PROJECT. BANKING OMANI OFFICIALS WORRIED ALOUD TO US ABOUT THIS 
DURING PAST 18 MONTHS WHILE SAG WAS MULLING OVER PROPOSED AID 
FOR DHOFAR ROAD AND VILLAGE PROJECTS. WHEN LOAN AGREEMENTS WERE 
FINALLY SIGNED THIS MONTH (REF A) IT DEVELOPED THAT TWO AGREEMENTS 
WERE SIGNED FOR EACH RPT EACH PROJECT. THE PRACTICAL EFFECT BEING 
THAT THE SAUDI FUND PLEDGED NEARLY THE ENTIRE COST OF BOTH 
PROJECTS (WITH EACH SEPARATE AGREEMENT COVERING ONLY 50 PERCENT 
OF A SINGLE PROJECT.) 

2. STRIKES US THAT THIS TACTIC MAY HAVE BEEN THE SAUDIS' 

CHOSEN DEVICE FOR GETTING AROUND THEIR LENDING FUND'S CONSTITUTIONAL 
PROBLEM IN A WAY THAT SERVED BOTH THEIR POLITICAL PURPOSE AND 
LIMITED OFFICIAL USE 
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PAGE 02 MUSCAT 01149 310730Z 

THE NEED OF THEIR CLIENTS FOR FULL RATHER THAN 50 PERCENT FUNDING. 

3. 1 WONDER IF THE STATEMENT IN REF B PARA 1, ATTRIBUTED TO 
PDRY PRESIDENT, REGARDING SAUDI INTENTION AS "SPECIAL EXCEPTION" 

TO "FUND 100 PERCENT" OF PDRY DEVELOPMENT PROJECTS MAY 
PERHAPS REFLECT THIS SAME TACTIC. IF SO, IT SHOULD BE READ AS 
MEANING THAT WITH REGARD TO THOSE OF THE PDRY PROJECTS THE SAUDIS 
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DECIDE TO PICK UP, THEY ARE PREPARED TO DO SO FULLY (AS IN OMAN) 
RATHER THAN ONLY 50 PERCENT. 

WOLLE 
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